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United Siscoe Principal Activities and Interests 


United Siscoe Mines Limited is a natural resources development and investment 
company presently concentrating on geothermal sources of energy in the United 
States. The company participates in two steam discoveries being developed to supply 
new generating plants in the Geysers area, California. 


Other interests include natural gas production and real estate. A substantial investment 
is held in Camflo Mines Limited, a leading Canadian gold producer with growing 
interests in natural gas in Canada and the United States and in coal mining in the 
United States. 


United Siscoe participates in mineral exploration projects including a major continuing 
program for uranium in northwestern Manitoba and a syndicate seeking to develop 
silver-lead-zinc mines in Spain. 


18.7% 


Directors’ Report to the Shareholders 


United Siscoe Mines Limited is involved in three major 
exploration and development projects. 


Of immediate significance is the planning of a multi- 
million dollar development program to supply natural 
steam to power-generating plants to be built in the 
Geysers area of California. 


The United Siscoe/Camflo Kasmere Lake Uranium 
Exploration Program in Manitoba is continuing and an 
active program is planned for this season. Following 
the withdrawal of the Manitoba government from the 
Venture, the companies decided to continue the 
planned program. The Company is pleased to 
announce that Getty Minerals Company Limited, a 
subsidiary of the Getty Oil Company, has recently 
agreed to become a partner in the Venture. 


The Iberian Exploration Syndicate, of which United 
Siscoe is a member, is exploring for silver, lead and 
zinc deposits in Spain, in an area well known for 
occurrences of these minerals. Preliminary results 
have been encouraging and drilling is now under way. 


Financial results for 1977 primarily reflect a 
substantial profit on investments of $1,436,780 
compared with a loss of $240,764 for the same item in 
the previous year. Net income was $28,689 or $0.01 

a share compared with a net loss of $1,007,775 or 
$0.22 per share, before an extraordinary item of 
$180,000, in 1976. 


The company’s investments had a market value of 
$10.8 million at year end, compared with $7.5 million 
at the end of 1976. The company’s interest in Camflo 
Mines was increased to 654,000 shares from 552,000 
shares. 


United Siscoe and its subsidiary, Chesbar Resources 
Inc., together hold 75% of Geothermal Kinetics Inc., 
through which the group participates in the 
exploration and development of natural steam 
sources for use in generating electricity. This 
association has extended for six years and during this 
time Geothermal Kinetics has been one of the 


pioneers in developing exploration techniques in the 
geothermal energy field. 


This project is entering a transition period — the 
important stage of passing from the search for 
sources to development of discoveries into the 
production and income-generating stage. 


Three properties in the Geysers area of California are 
now covered by contracts providing for sale of natural 
steam to the Department of Water Resources of the 
State of California, one of the largest users of 
electrical power in the State. The Department has 
announced its intention to build three 55,000 kilowatt 
generating plants using geothermal steam as the 
source of energy. 


At the most advanced stage is the Francisco property 
which has had two wells drilled on it. Geothermal 
Kinetics has a 30% carried working interest in this 
property. Geothermal Kinetics is not required to 
provide financing for the development wells and will 
commence receiving income with the start-up of the 
generating plant. The Francisco project is operated 
and financed by McCulloch Oil Corporation. A 1983 
target date for production has been announced. 


The second project covered by an agreement with the 
Department of Water Resources is the Rorabaugh 
lease which is held outright by Geothermal Kinetics. 
Favourable resolution of litigation regarding 
ownership of geothermal rights on this property has 
cleared the way for full scale development. The 
discovery well is presently being tested and analyzed 
by consultants acting for the Department of Water 
Resources. 


The third property is the Newfield lease where drilling 
was interrupted by a rig breakdown. The Department 
of Water Resources has an option to purchase steam, 
if drilling is successful. Participation is similar to the 
Francisco lease with Geothermal Kinetics retaining a 
30% carried working interest. 


Commercial development of geothermal discoveries 
involves the drilling of a number of development wells, 
sufficient to provide the quantity of steam needed to 
drive the turbines of the power plant. The wells usually 
are drilled concurrently with the planning, design and 
construction of the power plant by the utility 
purchasing the steam. Development is spread over 
three to four years. 


Efforts are being made by the government of California 
to accelerate the approvals required prior to 
commencement of plant construction. After 
considerable detailed study of the Geysers area, a 
California State Geothermal Task Force has urged 
accelerated development of these valuable geothermal 
resources through co-ordination of the many 
government agencies involved. In March, the Governor 
of California visited the Geysers area, and disclosed 
the plans of the Department of Water Resources. The 
Governor declared that the government goal is to 
double the geothermal generating capacity of the State 
by 1981. This new attitude is also of importance to the 
Imperial Valley property where drilling will be underway 
shortly. 


Prices prevailing for steam in the Geysers make 
development of a commercial discovery most 
attractive financially. These prices are negotiated with 
the operators of the power plants, on an escalating 
basis tied to the average cost of generating electrical 
power from fossil fuels. 


Your Company has been assisting Geothermal 
Kinetics in the development of its program and in 
arranging financing both for development and 
continued exploration throughout the Western United 
States. 


Financing of development wells is facilitated through 
the U.S. Department of Energy (DOE) programs 
designed to accelerate development of new energy 
sources. Once plans are detailed, financing of 
Geothermal Kinetics’ program at the Rorabaugh lease 
is expected to be arranged fairly readily, through such 
government-guaranteed loans. 


Studies regarding environmental and other 
considerations still have to be completed for the 
planned power plants before actual construction 
begins. 


Preliminary estimates indicate that completion of 
development drilling and necessary gathering system 
sufficient to supply a 55,000 kilowatt generating plant 
will involve an expenditure of roughly $12 million. This 
is the estimated cost for eight wells comparable to the 
Rorabaugh discovery well. Based on present 
economics it appears possible to recover all 
development costs within two years after operations 
commence. 


The investment in Camflo Mines Limited is proving 
increasingly beneficial as Camflo’s earnings rise 
strongly, reflecting a higher average price for gold in 
world markets and its rapidly growing natural gas 
sales in Canada and the US. 


The Company’s interests in oil and gas production in 
Western Canada continue to provide a steady source 
of revenue. The Company is also engaged in a 
petroleum exploration program in Montana and North 
Dakota. 


Your directors consider that it would be in the best 
interests of your Company to increase its holdings in 
Geothermal Kinetics Inc. Accordingly the directors 
have made an offer to Chesbar Resources to issue 
225,906 shares of United Siscoe in exchange for the 
451,812 shares of Geothermal Kinetics presently held 
by Chesbar Resources. The completion of this 
transaction will be conditional upon the approval of 
the shareholders of both Chesbar and United Siscoe, 
and regulatory bodies concerned. 


The period immediately ahead promises to be the 
most active in some years. 


On behalf of the Board of Directors 


R. E. FASKEN 
Chairman 
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G. T. SMITH 
Vice-Chairman 


Review of Interests 


GEOTHERMAL ENERGY 


United Siscoe directly holds 63.25% of Geothermal 
Kinetics Inc. a geothermal exploration and 
development company based in Phoenix, Arizona. 
Chesbar Resources Inc., in which United Siscoe has a 
56% interest, holds 11.75% of Geothermal Kinetics 
shares. 


Geothermal Kinetics has widespread interests 
throughout the western United States. These range 
from areas where contracts have been signed for sale 
of steam to supply power plants, to properties 
undergoing preliminary geological evaluations. 


Some of the principal projects are shown on the 
accompanying map. 


Geysers area, Northern California 


The most advanced projects are in the Geysers area 
of California where natural steam has provided 
energy for generation of electricity since 1960. This 
district is about 90 miles north of San Francisco. 


All steam presently produced is sold to Pacific Gas & 
Electric, a major California utility. The utility has 
reported that geothermal energy is the least 
expensive form of power with a cost of 1.7 cents per 
kilowatt. Oil is the most expensive energy source 
resulting in a cost per kilowatt of 4.5 cents. Pacific 
Gas & Electric, serving a population of 5.7 million, 
now obtains 32% of its energy supply from the 
Geysers area and is planning to increase the use of 
Geysers geothermal steam to 10% of its total 
electricity output. 


Currently 11 generating stations are operating with a 
Capacity of about 502,000 kilowatts. By 1980 the 
electrical generating capacity of the Geysers area is 
expected to increase to over 908,000 kilowatts. This 
level of production of electricity will represent a saving 
in use of about 9 million barrels of oil annually. 


A summary of the principal interests of Geothermal 
Kinetics in the Geysers area follows. 


Rorabaugh 


Favourable resolution of litigation regarding 
ownership of geothermal rights on this property has 
cleared the way for full-scale development of the 
discovery made in 1973. The effect of the decision of 
the Superior Court of the State of California handed 
down in January, 1978 was that Geothermal Kinetics 
has won its trespass to title lawsuit and now holds 
clear title to the geothermal resources accorded to 
the 408-acre Rorabaugh lease in Sonora County, 
California. 


The California Department of Water Resources is 
undertaking purchase of natural steam for a 55,000 
kilowatt power plant to be built by that state 
government agency after completion of tests. 
Production of one million pounds of steam per hour 
will be required to supply a power plant of this size. 


Drill permits have been obtained for four wells and 
steps are being taken to select sites for two additional 
drilling pads to be located on the 408 acre property. 
The exact number of development wells required will 
depend on the production capacity established at 
each well. 


Geothermal Kinetics owns the Rorabaugh lease, 
subject to an 18%% lessor royalty. 


Francisco 


Geothermal Kinetics has a 30% carried working 
interest in the Francisco lease covering 380 acres 
which is part of the Joint Venture with McCulloch Oil 
Corp. 


The California Department of Water Resources will 
build a 55,000 kilowatt generating plant to be supplied 
by steam from this lease. 


Two wells have been drilled and a third is planned. It is 
expected that necessary regulatory procedures, 
development wells and construction of the plant will 
be completed in time to permit a production start in 
1983. 


Geothermal-Kinetics 
in the Geysers Field 
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McCulloch Oil is the manager of this project and is 
responsible for financing. 


Newfield 


Geothermal Kinetics has a 30% carried working 
interest in Newfield, similar to the arrangement 
covering the Francisco lease. 


This is considered an excellent prospect of 441 acres 
to the northeast of the Francisco find. Drilling was well 
underway when a defect in the mast structure of the 
drilling rig caused a breakdown. Replacing the mast 
required some months and work on the Newfield 
property resumed only recently. 


At the time of the breakdown, the drilling was 
encountering temperature conditions considered 
promising. 


The California Department of Water Resources has a 
right of first refusal on installation of a 55,000 kilowatt 
plant, should the Newfield property prove to be 
commercial. 


The Company has other properties in the general 
Geysers area which will be drilled when government 
authorizations can be obtained. 


Boggs Mountain is a prime target and represents a 
stepout from the main Geysers area. A permit has 
been received covering 1,789 acres of this state 
forest park. A tentative site has been selected for two 
exploratory wells. If a commercially-suitable source of 
steam is found, this permit should support 110,000 
kilowatts of generating capacity. Boggs Mountain is a 
100% Geothermal Kinetics project. 


Mount Seigler is a 50% joint venture with McCulloch 
Oil on 872 acres. A permit has been obtained to drill 
four wells and drilling awaits completion of work on 
the Newfield prospect. 


Imperial Valley, Southern California 


Drilling is expected to start shortly on the South 
Brawley Joint Venture with McCulloch Oil in which 


GKI has a 50% interest. This covers 11,000 acres in 
Southern California. 


The U.S. Department of Energy has agreed to 
guarantee a $1.8 million loan to the Joint Venture 
made by a California bank. The guarantee will cover 
approximately 75% of the estimated $2.5 million total 
cost of the two exploratory holes and associated 
testing planned. If the resources prove commercially 
viable, the Joint Venture is committed to apply for an 
additional DOE loan guarantee to develop the field 
sufficiently to supply steam to support a 55,000 
kilowatt power plant. 


The Imperial Valley project is considered to have the 
potential of ‘‘wet’’ steam, a type of geothermal 
reservoir which is the source of power in electrical- 
generating plants in Mexico and New Zealand and a 
proposed 55,000 kilowatt plant in the Roosevelt-Hot 
Springs area of Utah. 


Utah 


Interest is reviving in the Beryl-Lund area of Utah. The 
Joint Venture has already drilled wells which although 
not considered commercial did encounter geothermal 
sources. Utah leases total some 20,000 acres. 


Arizona 


The Chandler prospect of 3,000 acres is a wholly- 
owned Geothermal Kinetics exploration project. A wet 
geothermal reservoir of relatively-iow temperature 
was found by two wells drilled in 1973. Technical 
developments in the use of such geothermal steam in 
generating power may justify a re-evaluation. The 
intention would be to apply to the federal agency for 
financial guarantees to permit further development. 


Other Prospects 


Other projects of interest include properties in 
Nevada, New Mexico, Colorado, Montana and Idaho. 
Preliminary studies of geothermal prospects are being 
made in Oregon and Washington. 
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MINERAL EXPLORATION 
The Kasmere Lake Uranium Exploration Project 


Since 1976 United Siscoe has been engaged in a 
uranium exploration program in northwestern 
Manitoba. Permits cover some 640,000 acres. 


The program has moved through the phases of 
ground acquisition, establishment of base camp and 
auxiliary camps, airborne surveys, geochemical 
surveys, regional mapping and prospecting to target 
identification and preparation for diamond drilling. 
Preliminary diamond drilling done in 1977 has 
intersected uranium mineralization in several areas 
and in different geological environments. 


Compilation of the initial work followed by detailed 
surveys this winter defined several new targets which 
will be drilled in 1978. Further surveys will outline 
other areas for diamond drilling, and general 
reconnaissance will be continued in the northern part 
of the property. 


Due to budgetary constraints imposed by the new 
Government of Manitoba, the Province has withdrawn 
from active financial participation in exploration in this 
project. Getty Minerals Corporation will provide 75% 
of the cost of the 1978 and 1979 exploration 
programs and will then be an equal partner in the 
project with United Siscoe and Camflo. 


The Iberian Exploration Syndicate 


United Siscoe has a 214% net interest in this 
syndicate which was formed to explore and develop 
silver, lead and zinc deposits along the Sierra Morena 
belt located in southern Spain. The belt has an 
interesting history. Production started in pre-Roman 
days and reached a peak during the Roman 
occupation of Spain when more than 20 deposits 
were mined for silver and lead. Production virtually 
ceased until the latter part of the eighteenth century 


when Spanish, French and English companies 
worked the mines. Low silver prices and lack of 
technology caused most of the mines to shut down 
about 1920. A few operations continued until the 
Spanish Civil War in 1936. 


The objective of the Syndicate is to explore for lateral 
extensions, repetitions, new veins or zones and 
possible depth extensions under the old workings. 
This will be the first full scale modern exploration 
program carried out in the area. 


The Iberian Exploration Syndicate has acquired the 
mineral rights covering an aggregate strike length of 
about 70 miles and an average width of approximately 
7 miles. This represents a total area of some 300,000 
acres. 


The work program currently underway involves 
geological studies of the ancient mining areas, and 
geochemical and geophysical surveys. Initial results 
justified a diamond drilling program which has 
Started. 


Other Projects 


United Siscoe retains its 20% interest in the Pinson 
gold property in Nevada which has 1.75 million tons 
of 0.152 ounces of gold per ton available for open pit 
mining. With the increased price of gold, this property 
is approaching economic viability. 


In association with Allied Chemical Canada Ltd., the 
Company is in the first phase of an evaluation of 
industrial mineral deposits in Canada and is 
concentrating its efforts on western Canada. 


An exploration program is underway on a uranium 
prospect in northwestern Ontario, and the interests in 
the New Brunswick copper property were also 
maintained. 


OIL AND GAS 


Canada 


The oil and gas interests in Alberta previously held by 
Siscalta Oils Limited, which was wound up at the end 
of 1977, are now held by Siscoe Metals of Ontario, a 
wholly-owned subsidiary. 


During 1977 net operating income was $347,280 
compared with $366,644 in 1976. 


United States 


Exploration in the United States is carried out through 
Siscoe Metals, Inc., a wholly-owned subsidiary of 
Siscoe Metals of Ontario. 


A 10% working interest is held in a $2,500,000 U.S. 
exploration programme in Montana, North Dakota 
and Saskatchewan, operated by Orbit Oil & Gas, Inc., 
of Tyler, Texas. Oil is the principal target of this joint 
venture which now has about 11,000 gross acres in 
the area of interest. Initial drilling is now underway on 
a prospect in Montana. 


REAL ESTATE 


154 acres of undeveloped land held by Siscoe Metals 
of Ontario remain after the expropriation of 96 acres 
by the Ontario Government. An application for 
additional compensation beyond the $2.3 million 
already received for the expropriated land has not yet 
been resolved. 
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Gold, natural gas, coal, mineral exploration 
United Siscoe holds an 18.7% interest in Camflo 
Mines Limited which represents a market value at 


recent prices of $9.3 million compared with a cost of 
$3.5 million. 


Camflo had a most successful year in 1977 with net 
profits up 80% at $3.7 million, the equivalent of $1.08 
a common share. A combination of substantially 
higher prices for gold bullion and a sharp rise in 
natural gas revenues were the principal factors in the 
improvement. 


Camflo produced 87,453 ounces of gold sold at an 
average price of $162.50 Canadian, compared with 
90,458 ounces produced in 1976 which brought an 
average of $121.67 Canadian. In an environment of 
unstable international money markets the outlook for 


bullion for the balance of the year appears favourable. 


United Siscoe received dividends from Camflo at the 
rate of 40 cents a share. 


Camflo’s natural gas revenue is expected to increase 
further throughout the year as a result of higher 
production in Canada and in East Texas. 
Government-regulated price increases in Canada will 
also be a factor. Exploration for oil and gas is 
underway in Alberta, British Columbia, East Texas 
and Montana. 


Another favourable development for Camflo is the 
resolution of the coal labour dispute in the United 
States. Camflo has a 50% interest in La Luz Mines 
Ltd. which is a Joint Venture partner in three coal 
mines in Ohio. As a result of delays in completion of 
expansion projects, start-up problems and the labour 
situation in the industry, the coal project operated at a 
loss in 1977. 


The expansion program should be completed shortly 
and will give the three mines a capacity of 1.2 million 
tons annually. 


Camflo and United Siscoe are partners in the 
Kasmere Lake uranium exploration program and both 
participate in the Iberian Syndicate and in exploration 
for oil in Montana. 
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Consolidated Balance Sheet 
December 31, 1977 
with comparative figures for 1976 


Assets 


Prepaid expenses and other assets so acp scent anccaceeecac. Saracen sta hee eee eee 


Notes receivable from officers of a subsidiary company, including accrued 
[LOL ESE se Poses ark den wet athara caves aeealetee dhe IMR ot an A re ee 


Investments (quoted market 1977 — $10,822,000; 1976 — $7,527,000) (note 2) 
Cost of land sold in excess of proceeds received to date (note 3) ................06 
Land-held-for resale: (note:4).<...28.-0 0 ceajsmmammereeatteesseeeaee ch mere ceee eee ee eee ene 
special term deposit:(note: 10) <i, oc, cc scneeeenantieatae mene ate rca eter name een 
Fixed ASSOtS slazivaocuikes danlim iewes eso eaeaaraa cee tee See 
Fixed assets held: for. Sale (note 5), i. sy ance aeveaeneruee eae iat eee era ee 
Interest in petroleum and natural gas propertiesi...1..ceaas eee eeceeeeeeet 


Deferred geothermal exploration and development costs (note 6) .............:00008 
Deferred: exploration costs: (motes7)) iuc.0.cee emer <i ce eerie eee rane ee 


Unamortized debenture issue expenses 


LOTT 


568,861 
147,721 


111,461 
4,249,678 
511,415 
3,894,550 
910,942 
68,898 
683,750 
180,940 
8,356,307 
1,461,198 
38,603 


$ 21,184,324 


See accompanying notes to consolidated financial statements. 


1976 


$ 130,933 
745,029 
32,119 


182,288 
3,326,001 
506,616 
3,858,528 
191232 
82,218 
2,529,338 
85,538 
7,065,340 
423,465 
AlpGoe 


$ 20,230,337 


UNITED SISCOE MINES LIMITED 


and subsidiary companies 


Liabilities and Shareholders’ Equity 


PaMKaaValCes, SECULER (NOLS GO) acide crsnasccSbrutcnth trakcuutosntssecena sates 
SECTS FSB LEU Olt Se cet Re MO es ee 
Accounts payable and accrued Expense ............ccssessssssesseseseeeseeees 
PIC OMMOC MAX CSyDa ViaI© aa eae tye nore sects eno eee tthaipns Sal Ricco ata eal ode 
RIS TSHIIGE OL (OTe IO) uct hue. cada: ven cnbeaee taka Math Gonthier Gar ewohcs 
IG ANOARCOIMIG (MOL tah) eats cruel cctonsscn cai hou ncocbe masta went nGraeseay des 
Minority interest in subsidiary COMPANIES ...................csessecsdecesersennes 


Shareholders’ equity: 
Capital stock (note 12). 
Authorized — 7,500,000 shares without par value. 


Issued and fully paid — 4,663,750 (1976 — 4,657,250) shares 
DOG rere ee a Geen te Pte ALS cara eta cnctenet aire arp hernia Fame 


PUIAROMOMICES@ COU Vereen tine ene tri or oe at Aedes HE Ahn Seraath aycae nae sever ae 


Commitment (note 13) 


On behalf of the Board: 
“RE. FASKEN’”’, Director 


“R.M. SMITH”, Director 


SAOTT 


$ 3,750,000 
Ha 
1,314,965 
4,401,541 
200,000 
1,394,616 


10,155,527 
(69,537) 


10,085,990 


$ 21,184,324 


1976 


$ 2,625,000 
1,635,561 
38,478 
3,641,232 
200,000 
2,073,390 


10,114,902 
(98,226) 


10,016,676 


$ 20,230,337 
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Consolidated Statement of Operations 


Year ended December 31, 1977 with comparative figures for 1976 


1977 1976 
Oil and gas income: “ote ee 
Sharesof:net- operating INCOME ceessees sci sreoacecer tase teteenea essen: caer cnet $ 347,280, $¢ 366,644 
Depreciation and depletioniats,.cce:-.carscsnde shear coe ee rea ae meaner ee ee eee 7,583 
339,697 360,635 
DIVIGENGiINCOMe sa .dccatnectecanaans sc ccecteas en nc meteor Seana ene ei arnereee ene ne Reena erate 257,704 245,580 
597,401 606,215 
LOSs(gain)rO0 Investments met sac. scnscst este nace mee cra ee ec ate eee eae (1,436,780) 240,764 
Interest on long-term debt and amortization of debenture issue expenses — net 
Of AMOUNTS Capitalized itiec wcarsst eect scones tenance de TR eee a eee eee 323,601 285,006 
GINEF INtETESTE ME tices Sea Sacre ec serwow attguctas atu ban se see see ree ic Rie cer ee antes he ete 183,044 108,071 
Administrative and general CxpenSeS socscots.nr aeeeawtnn enc: ease renee ee renter 920,700 823,839 
Mineral-exploration COSTS: .i:5.s4eccakjcneeree sate arc eaten ere ce sein ee eee ene 91,137 LISA1G 
Write down‘of. assets heldfor sale nieve cance emt eucmesas eter ak ee 480,000 29,000 
Eossronidisposallotzassets Melditomsalemessescesicncce eects eaten ene enema 860,530 = 
Rental imornnes. = ccs. thaasetencloneaiennctte aesace eae c caueevcenetenen, var a nen enn eens ee rete (480,000) (50,000) 
942,232 1,554,796 
Loss before income taxes payable, minority interest and 
Sxtraordinary items cc gece soe cetee vurasnare eine asaeeee mee ee cae ee ee ee (344,831) (948,581) 
Income taxes payable (NOE. 9) acca rencsususntsensconcus Sncen ee ea ae MERE eR Re enero meen 64,934 120,400 
Loss before minority interest and extraordinary item ................. (409,765) (1,068,981) 
Minority interest in loss of subsidiary Compania. erences ere tease eer 438,454 — bi 226, 
Income (loss) before extraordinary iteM ...........cccccccceceseeeeeeeeeees a 28,689 > 
Provision for judgement awarded on legal Action ..............::0ccccccccesceecssseeseeees _ 180,000 
Net income: (loss) forthe: yearees.pe coe ee ee $ 28,689 $ ORS 7, Zo) 
EARNINGS PER SHARE: 
ae 
Income:(loss) before extraordinary itennes..1 ese eee eee $ G 01D $ (.22) 
Net income (loss);for thesyear......:¢m ne eee $ Oe ass (.26) 
Consolidated Statement of Deficit 
Year ended December 31, 1977 with comparative figures for 1976 
1977 1976 
(Deficit) retained eamings at. beginning Of year... 2.2csge nou eee ee eee $ (98,226) $ 1,089,529 
Met income (lOSs)TOl. the: Veal carr cccese. aestees. oa eae 28,689 (Gly teers ss) 
Deficittat end Gt year coo. occ. css oaeece Senet ec ae ee $ (69,537) $ (98,226) 


See accompanying notes to consolidated financial statements. 


Consolidated Statement of 
Changes in Financial Position 


Year ended December 31, 1977 with comparative figures for 1976 


1977 1976 
CASH PROVIDED: 
ECOMMO DE TUOMN Gm mene re eae ee nC een RMT as sates ine atte Occnnn cacis@ani onset ae $ 863,682 $ _ 
Eset WD AGILE ere teen corey ee cena tis de oh aches pauhlanatidnen mituw andheougndonattes 1,125,000 = 
| LOCROIEUETAP RGIS) Slice sete anise rac an SoS Con eee” RE, ann eo ee eee re 977,070 525,000 
FS SMLCrO CAP Ill SLOG ker aaa hte rye ee Ma rn Mary SS enc ahs naiodubedbcc vans aeiee aee ate 40,625 53riZ25 
Proceeds trom: disposal Of assets Meld TOK Sale c.c5cicsecensedass eos ceovees eat Sesnanes 505,058 — 
SCC ACH OOS lan ep meee, orev em ens tailayacts Sas Suiiisuuuairus nadenon demsSu desta 280,290 — 
Sale of land, net proceedS received tO date ...............ccescezeeseuvrvesseseeneeeeees = WO2Z7,389 
Accounts receivable and accounts payable, net ..............ccccccsseeceeeeeeeeunees = WOKS OoT 
COUNTER ee ee ae eee a eee eee — 43,205 
3,791,725 4,062,550 
CASH USED: 
NMOS TAN OM Siren sea terete eect eee cena ane een i Lets eel ONS Ge oo Tt eeiadaads = 760,496 
Investment in non-controlled companies, net of disposals ...................06.. 720,479 115,690 
IVESUME MIL SUDSICIAnVsCOMI Dey ate na serecnreck jouoda, ccndaccaiausonualsavonskoansetens 392,/63 Saco 
Carrying and development costs of land held for resale ...............ceees 36,022 143,341 
Development of petroleum and natural gas propertieS ............ceeeeeeeees 102,985 450 
Geothermal exploration and development deferred, net of amounts 
ECCOMETOU wemcteay atomic ey tae eh cei bpmmen cf acainctida NENT soles HUM NGG hacmarnanchuineris 1,110,474 971,267 
ExOlOvanom Costs Gere oU lace wen. 2 cer renecree eet nce ssc s ener eae iene rea eneeE 1,126,660 29,631 
REDaViMmemtOmiOMnG Chin GOO cree. tate t anette ayes oe mseee scene wade mean 280,290 670,312 
SWC CIC IM ICe DOS Ite rere pester cane. te orice eins uf OSs snan coeeng Gna nee mame = W191 232 
Accounts receivable and accounts payable, net ................ccsccsscesseneneeenes LOE Sitak — 
(Od NVET a Veet taeda ores ioe toc dor eeds agi Suan SRSm IS UR a Sore ne ee a el reas Pa en 70,820 _ 
3,959,870 4,215,230 
OPE CARY ENS yee LIN G7 6S ii eee cs eSceae Aeto EeD P P ae oe ae ere oe $ (168,145) (152,680) 


See accompanying notes to consolidated financial statements. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of United Siscoe Mines Limited as at December 31, 1977 and the consolidated 
statements of operations, deficit and changes in financial position for the year then ended and have obtained all the information 
and explanations we have required. Our examination of the financial statements of United Siscoe Mines Limited and those 
subsidiaries of which we are the auditors was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. We have relied on the reports of the 
auditors who have examined the financial statements of the other subsidiaries. 


The company has a significant investment in geothermal resource exploration and development costs (note 6). The geothermal 
project is in the development stage and the costs are being deferred until it can be determined if commercial production is 
economically justifiable. 


The value which may be realized on the iron pellet reduction plant cannot be readily determined at this time (note 5). In addition, 
the total consideration to be received on a land sale has not yet been determined (note 3). 


In our opinion, subject to the outcome of the matters referred to in the two preceding paragraphs, and according to the best of our 
information and the explanations given to us and as shown by the books of the company, these consolidated financial statements 
are properly drawn up so as to exhibit a true and correct view of the state of the affairs of the company as at December 31, 1977 
and the results of its operations and the changes in its financial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada PEAT MARWICK MITCHELL & CO. 
May 12, 1978 Chartered Accountants 


17 


Notes to Consolidated Financial Statements 


December 31, 1977 


The company is incorporated under the Companies Act 
(Quebec) and is a public company tisted on the Toronto and 
Montreal Stock Exchanges. The company’s principal 
activities include exploration for mineral and geothermal 
resources and petroleum and natural gas, real estate 
development and investments. 


1. Summary of significant accounting policies: 


Principles of consolidation: 
The consolidated financial statements include the 
accounts of the company and its subsidiary companies: 


Wholly-owned subsidiary: 
Siscoe Metals of Ontario Limited 


Partly-owned subsidiaries: 
Geothermal Kinetics Inc. (70% interest) 
Chesbar Resources Inc. (56% interest) 


During the year, a wholly-owned subsidiary Siscalta Oils 
Limited was wound-up and its net assets and operations 
distributed to the parent company. 


The consolidated financial statements include the 
results of these subsidiary companies from the dates of 
acquisition. All material inter-company transactions and 
balances have been eliminated. The accounts of 
Geothermal Kinetics Inc. are maintained in United States 
dollars and have been converted to Canadian dollars 
and included in these financial statements substantially 
at historic rates. 


The company participates in several unincorporated 
joint ventures for the exploration and development of 
geothermal resources. The company’s share of the 
assets and liabilities of these ventures is included in the 
consolidated financial statements on a proportionate 
basis. 


Investments: 
Investments are carried at the lower of cost and market 
and the net change on revaluation is included in the 
statement of operations in loss (gain) on investments, 
net. 


Land held for resale: 
Carrying and development costs, which include real 
estate taxes and interest on debt relating to the land, are 
capitalized. 


Interest in petroleum and natural gas properties: 
The cost of acquiring interests in proven and unproven 
petroleum and natural gas properties and the costs of 
wells developed have been capitalized as incurred. 
Depreciation and depletion of oil and gas property costs 
have been calculated on the basis of total production 
during the year as a percentage of total estimated 
production reserves. 
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Deferred geothermal exploration and development costs: 
A subsidiary company, Geothermal Kinetics Inc., is in 
the development stage. Its primary activity is geothermal 
resource exploration and development, particularly with 
respect to geothermal steam for sale to utility companies 
for the generation of electricity. All costs, whether 
related to productive or non-productive prospects have 
been deferred. Such costs will be amortized against any 
future revenue obtained from the total exploratory, 
drilling and development effort. 


Deferred exploration costs: 
Expenditures on exploration programmes are deferred 
on a specific project basis until it can be determined if 
commercial production from the project is economically 
justifiable. When a project is discontinued, the 
accumulated project costs are charged to income. At 
the time a project is developed the related accumulated ~ 
costs will be amortized against any future income from 
that project. 


2. Investments: 
1977 1976 


Camflo Mines Limited, at cost 

(quoted market 1977 — 

$9,974,000; 1976 — 

$5,244,000) cums ccnane ae ee nte: $3,472,251 $2,223,946 
Other listed securities, at lower of 

cost and market (quoted 

market 1977 — $908,000; 


1976 — $2,283,000) ............. 777,427 1,102,055 


$4,249,678 $3,326,001 


The investment in shares of Camflo Mines Limited 
represented a holding of approximately 18.5% of the issued 
shares of that company at December 31, 1977. 


The investments have been pledged as collateral as follows: 


Investments with a quoted market value at December 
31, 1977 of approximately $9,181,000 have been 
pledged as collateral for bank advances up to a 
maximum of $2,900,000. 


Subject to the prior charge related to the bank 
indebtedness referred to above, 500,000 shares of 
Camflo Mines Limited with a quoted market value at 
December 31, 1977 of approximately $7,625,000 have 
been pledged as collateral to secure the 8% secured 
convertible debentures. 


3. Cost of land sold in excess of proceeds received to 
date: 


In August 1976, the company sold a portion of the land held 
for resale for $1,927,389 cash, plus the right to additional 


consideration which the purchaser may receive from the sale 
of an equal size property sold by the purchaser to the 
Government of Ontario. The cash received as above is less 
than the cost of the land to the company. The purchaser and 
the company have made application to the Land 
Compensation Board of Ontario for additional cash 
consideration under the provisions of the Expropriations Act, 
Ontario. As the total consideration for this sale has not yet 
been determined, the transaction has not been completed 
and the excess of the cost of the land over the proceeds 
received to date is included in the balance sheet until the 
additional consideration, if any, is determined. 


4. Land held for resale: 
1977 1976 


$2,411,865 $2,411,865 


IBA OOSE IE . intds cibacd ssacuseeeh ia wteok 
Carrying and development costs, 
including $36,022 capitalized 


in 1977 ($143,341 in 1976)... 1,482,685 1,446,663 


$3,894,550 $3,858,528 


The land held for resale comprising approximately 150 acres 
is currently in the complementary use area of the lands 
designated pursuant to the Parkway Belt Planning and 
Development Act. In February 1977, the Hearing Officers 
appointed by the Government of Ontario to receive 
representations respecting the contents of the proposed 
Parkway Belt Plan, recommended to the Government of 
Ontario that the property should be released from all Parkway 
Belt restrictions. The Treasurer of Ontario has subsequently 
recommended that the land be retained in the 
complementary use area and that a broader range of uses be 
permitted. Both recommendations are being considered by 
the Ontario Cabinet. Management plans to continue its 
efforts to obtain approval for suitable development of the land 
and it believes it will not incur a loss on disposition of the 


property. 


5. Fixed assets held for sale: 


1977 1976 

Quebec iron mine — land, 

buildings and equipment — 

SOUT TS Fie te Oe nace. $ = $1,000,000 
Niagara Falls iron mine pellet 

reduction plant — land, 

buildings and equipment ....... 6O3,7 00 smireO0.eo! 
Drilling equipment at net book 

Welles ea ceasic yn Ganech tt ceueateny cada — 329,087 


$ 683,750 $2,529,338 


The company has granted, to the present tenant, an option to 
purchase the Niagara Falls iron pellet reduction plant which 
may be exercised up to September 30, 1983. This plant is 


being carried at estimated net realizable value which is the 
option price under this agreement. 


6. Deferred geothermal exploration and development 
costs: 


1977 1976 
Direct costs: 
Development of wells ............ $3,069,028 $2,974,092 
Undeveloped geothermal 
leaseholis aaa tae eesace 2,482,639 2,266,945 
Exploration expenses ............ 5,064,864 4,236,970 
10,616,531 9,478,007 
Less receipts, principally from 
participants in certain 
prospects, applied as 
reduction of Costs ....2.05.:.; 4,421,481 4,421,481 
6,195,050 5,056,526 
Excess of cost of acquiring the 
subsidiary company over book 
value at dates of acquisition, 
allocated to the geothermal 
DFOISC eee. cee ee een, 261,257. 22,008,814 


$8,356,307 $7,065,340 


Certain geothermal prospects are subject to joint venture 
agreements or other agreements where the ownership 
interest of the company is less than 100%. 


The recovery of deferred costs will depend on the ability to 
attain profitable operations and obtain additional financing to 
pay liabilities as they become due. Management, at this time, 
cannot estimate at what date operating revenue may be 
realized. 


The allocated excess costs of acquiring control of the 
subsidiary will be amortized over future anticipated revenues 
from the geothermal project. 


7. Deferred exploration costs: 
1977 1976 


Mineral exploration costs 
deterredesck hates: $ 915,636 $ 423,465 
Petroleum and natural gas 


exploration costs deferred ..... 62,780 _ 
Unexpended petroleum and 

natural gas exploration 

AdVaNnCeSetaeetecsccen eats eas 482,782 


$1,461,198 $ 423,465 


The mineral exploration costs deferred relate principally to a 
uranium prospect in Canada and a gold prospect in the 
United States. The petroleum and natural gas exploration 
advances relate to a project in the United States. 


8. Bank advances: 


Bank advances are repayable on demand and are secured as 
follows: 


(i) by a demand debenture constituting a first fixed 
charge on the land held for resale and a first floating 
charge on the assets and undertaking of a subsidiary 
company, Siscoe Metals of Ontario Limited. 


(ii) by the deposit with the banks of certain of the 
investments as described in note 2, and the shares 
and a debenture of a subsidiary company, Chesbar 
Resources, Inc. 


9. Income taxes: 


Cumulative losses of certain subsidiaries of the company 
available for carry forward to reduce income for tax purposes 
in future years amount to and are restricted to fiscal years not 
later than: 


197 Birdie some teen $ 769,000 
WRC AS eeu arte Am acysy ke san Sime 746,000 
hols Ok eee Mian dae metre Be 693,000 
LOST ce eecae cere one arcane 33,000 
OB Ar ee ecnecemma t mecten aa 469,000 
OBS tea tay. te eno eines ee eevee 1,150,000 
VOBS ihc nce etn ee 48,000 

$3,908,000 

10. Long-term debt: 
1977 1976 


8% promissory note, repayable 
BOLO SUGOM easter eos cee a. 

8% secured convertible 
debentures, maturing 


>. -910;942S$11919232 


Febrilary 22-1979. wages 2,450,000 2,450,000 
Notes payable to co-venturer, 
including interest at U.S. prime 
rate plus 2%, maturing 
December 31, 1984 (U.S. 
$94 137293) aie Sede. Ohen 1,040,599 — 
$4,401,541 $3,641,232 


The 8% promissory note is secured by a special term deposit 
of $910,942 with the company’s bankers. 


The 8% secured convertible debentures are secured by a 
pledge of 500,000 shares of Camflo Mines Limited (Subject 
to a prior charge related to bank indebtedness not to exceed 
$2,500,000), by a pledge of shares of a subsidiary company, 
Geothermal Kinetics Inc., and by a first floating charge on the 
remainder of the company’s property, assets and 
undertakings. The debentures are redeemable at the option 
of the company, under certain conditions, at 102% plus 
accrued and unpaid interest to February 22, 1978 and 
reducing to 100% on maturity. 


The debentures are convertible at the holders’ option into 
fully paid common shares up to February 22, 1979 at a rate 
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of $8 per share. The conversion rate is subject to adjustment 
if the company should issue shares (other than those issued 
under the terms of the company’s incentive stock option 
plan) prior to that date, at a lesser consideration. Under the 
terms of the trust indenture, the payment of dividends is 
prohibited. 


The notes payable to a co-venturer are secured by a first and 
preferred lien on certain geothermal resource properties 
which are subject to joint venture agreements. 


The approximate amounts of principal repayments in respect 
of the above obligations are: 1978 — $280,000; 1979 — 
$2,730,000; 1980 — $280,000; 1981 — $71,000 and 1984 — 
$977,000, of which $280,000 annually to 1980 and $71,000 
in 1981, will be paid from the special term deposit. 


11. Deferred income: 


Deferred income represents the discount on a debenture of a 
subsidiary company which was acquired by the company in 
1971, prior to the acquisition of control. This deferred income 
will be recorded as income if and when this debenture is 
repaid. 


12. Capital stock: 


At December 31, 1977, 178,500 common shares were 
reserved for issuance upon the exercise of options granted 
or which may be granted under the terms and conditions of 
the company’s incentive stock option plan. Options, expiring 
in 1979, which have been granted under this plan, were 
outstanding at December 31, 1977 on 159,500 shares at a 
price of $6.25. During 1977, options on 6,500 shares were 
exercised for cash consideration of $40,625. 


In accordance with the terms of the trust indenture related to 
the 8% secured convertible debentures an additional 
306,250 common shares have been reserved for potential 
future conversions of the debentures. 


13. Commitment: 


During the year the company revised the benefits payable 
under its pension plan for employees giving rise to an 
additional unfunded past service liability of approximately 
$155,000. At December 31, 1977, the unfunded present 
value of past service benefits in respect of this pension plan 
amounted to approximately $324,000 based on actuarial 
assumptions adopted by the company. Of this amount, 
approximately $230,000 has become vested in employees. It 
is anticipated that the unfunded amount will be paid and 
charged to income in 14 equal annual instalments of 
$34,000. 


14. Remuneration of directors and senior officers: 


The aggregate direct remuneration paid in 1977 to the 
directors and senior officers of the company was $228,000 
(1976 — $203,000). 
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UNITED SISCOE MINES LIMITED 


To the Shareholders: 


Enclosed herewith are the unaudited Consolidated 
Statements of Income and Loss and Changes in Financial 
Position for the 6 months ended June 30, 1977. 


After taking into account a profit on investments of 
$1,280,278, compared with a loss on such investments of 
$142,146 in the previous comparable period, net income 
was $1,042,335 equivalent to 22¢ per share compared with a 
loss of $400,826 or 9¢ per share in the first half of 1976. 


GEOTHERMAL KINETICS INC. 
Francisco Property: Geysers Area, California. 


G.K.L. retains a 30% carried interest in this property on 
which two commercial wells have been completed. A final 
draft of a contract covering the installation of a 55,000 KW 
geothermal generating plant has now had tentative agree- 
ment between the parties concerned and the Company 
expects it will be finalized within the next thirty days. 
This is a significant step in G.K.1’s transition from explora- 
tion-development to production. 


Newfield Prospect: Geysers Area, California 


Considerable delays were encountered by the 
McCulloch-G.K.I. Joint Venture in obtaining the final drill 
permit for this prospect. However, after numerous hearings 
at the County level, the permit has now been issued and 
drilling should commence early next month. G.K.I. retains 
a 30% carried interest in the project. 


Rorabaugh Property: Geysers Area, California 

This property, which is held 100% by G.K.L., subject 
only to normal lease royalties, continues to move towards 
commercial production. G.K.I. filed its Motion to Advance 
in the Union Oil Company Appeal and as a result the Court 


has set down the commencement of hearings for October 
[S977 


In the interval in another similar case “The State of Cali- 
fornia vs Pariani” heard in the San Francisco Superior 
Court the Judge decided that geothermal water was close to 
mineral water and therefore is owned by the mineral owner. 
The decisions are now so overwhelmingly in favour of geo- 
thermal energy being a mineral resource there appears little 
likelihood of a reversal of the judges’ original decision in 
favour of G.K.I. The Company expects an Appeal Court 
decision shortly after the hearing. 


Drill permits have now been granted to G.K.] covering 
four new well locations and the company expects drilling 
will re-commence on this property early in the fall. In antici- 
pation of these developments discussions have already com- 
menced concerning the installation of a 55,000 KW gener- 
ating unit. 


G.K.L-McCulloch Joint Venture 


One project under this partnership called the CU-1 
Venture has received authorization from a California bank 


for a $6.3 million loan under the new Federal Guaranty 
Program, subject to required approvals by E_RD-A; 


The application has been reviewed by all sections of the 
E.R.D.A. organization and is now in Washington awaiting 
final approval. The Joint Venture expects a decision on the 
application shortly. 


THE KASMERE LAKE URANIUM 
EXPLORATION PROJECT 


The search for uranium ore along the Wollaston Lake 
Fold Belt in northwestern Manitoba is being intensified. 
The entire 600,000 acre area has now been flown at 400 foot 
intervals with a gamma ray spectrometer and numerous 
highly radioactive anomalies have been outlined. 


A twenty-four man team of geologists, geophysicists and 
assistants is conducting detailed group surveys over the 
anomalies. There is very little outcrop in the area and most 
of the radioactive anomalies are the result of dense clusters 
of uraniferous boulders. The location of ore in place will 
have to be established by drilling. To-date there has not 
been sufficient drilling completed to outline significant ore 
zones, however, based on preliminary results, this phase of 
the operation is now being expanded with three drills oper- 
ating on the property. 


CAMFLO MINES LIMITED 


The Company has increased its interest in Camflo 
Mines Limited to 19%. The Camflo net income for the six 
months ended June 30, 1977, was $1,521,453 compared with 
$1,253,846 in the first half of 1976. Cash flow was 
$2,784,437 compared to $1,858,863 in the similar period in 
1976. These improvements were mainly due to a higher 
price of gold and greatly increased revenues from petro- 
leum and natural gas production. 


Camflo, like United Siscoe, has a 25% interest in the 


Kasmere Lake uranium project. The Manitoba Govern- 
ment has a 50% interest. 


PETROLEUM AND NATURAL GAS 
Canada 
Net oil and gas income from the Company’s operations 


in Alberta was $210,741 compared with $194,869 in the first 
half of 1976. 


U.S.A. 

In June 1977 the Company, through its wholly-owned 
USS. subsidiary, Siscoe Metals, Inc., agreed to participate in 
a $2.5 million petroleum exploration programme in Mon- 
tana, operated by Orbit Oil & Gas Inc. Over an 18 month 
period the Company will contribute 135% of exploration 
costs for a 10% working interest. It is anticipated that the 


first exploration well will be drilled before the end of the 
year. 


On Behalf of the Board. 


shee E. Fasken” “G. T. Smith” 
Chairman. Vice-Chairman. 


August 26, 1977 


UNITED SISCOE MINES LIMITED AND 
SUBSIDIARY COMPANIES 


Consolidated Statement of Income and Loss 
(unaudited) 
Six Months ended June 30, 1977 
With comparative figures for 1976 


1977 1976 
Oil and gas income, Net .........eeee $ 210,741 $ 194,869 
Dividend income 126,880 126,911 


Gain (loss) on investments, net (after 

making provision for valuation of 

INVEStMEMIS WINCl AI) esceseeeseeseereo need 1,280,278 (142,146) 
Interest on long-term debt and 

amortization of debenture issue 

expenses — net of amounts 


Capitalized 2... .eesecececeeerreeeeeseetenes (114,544) (205,308) 
Othermterest neti. r- eee rere (89,018) 40,202 
Administrative and general expenses (346,873) (371,700) 
Mineral exploration expenses ............ (1,374) (9,781) 


Net income (loss) before income 
taxes payable, minority interest 


and extraordinary item ............. 1,066,090 (366.953) 
Income taxes payable ............sscseseeeees 165,050 56,500 
Net income (loss) before minority 
interest and extraordinary item 901,040 (423,453) 
Minority interest in loss of subsidiary 
COMMPAIY aaa getesree teeters eeseeneorerees 37,295 22,627 


Net income (loss) before 


EXtTAOLGINALY WM qeecccresseceswesse sss 938552) (400,826) 
Extraordinary item: 


Reduction of income taxes by the 
application of prior years’ losses 104,000 ~ 
Net income (loss) for the period .... $1,042,335 $(400.826) 
Net income (loss) per share: 


Net income (loss) before 
EXUFAOLGIMALYMItCM te eeseesemeeesteseees 
Net income (loss) for the period ... 


20 9% (.09) 
oy (.09) 


AA 


